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REPORT OF THE DIRECTORS 

OF 

The Cincinnati and Suburban Bell Telephone Co. 
For the Year 1940 


Cincinnati, Ohio, March 3, 1941. 
To the Shareholders: 

Business conditions throughout the year 1940 were 
favorable to telephone growth and resulted in a sta¬ 
tion gain for the Company of 9,548. The gain for the 
year 1939 was 7,586 stations, and for the recession 
year of 1938 the gain was 3,618 stations. The gain dur¬ 
ing the year 1940 was consistently better throughout 
the year than during the previous year. 

During the year 1940, 26,943 new telephones were 
installed and 17,395 telephones were taken out, result¬ 
ing in the net gain of 9,548 as shown above. This 
shows that it was necessary to install about three tele¬ 
phones to make a net gain of one. On December 31, 
1940, the Company had 198,883 telephones in service. 

Telephone operating revenues for the year 1940 
were $11,108,545, an increase of 4.67 per cent over 
1939. Telephone operating expenses including taxes 
were $8,345,283, an increase of 6.93 per cent. The net 
income available for dividends amounted to $2,730,012 
for the year 1940. Dividends amounting to $2,473,956 
were paid. 

Replacements of telephone plant, together with ex¬ 
tensions and betterments, are continuously necessary 
in order to meet the requirements of first-class tele¬ 
phone service. In 1940 expenditures for new construc¬ 
tion amounted to $2,491,022, but, due principally to 
the retirement of the old WOodburn, SOuth and Hlland 
manual central office equipment, there was a net de¬ 
crease in plant investment for the year of $33,888. 
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Taxes continued to rise. Operating taxes in 1940 
were $1,937,978, an increase of $325,339 over 1939. 
Out of each dollar of net operating revenue before 
taxes, forty-one cents were required for taxes. Oper¬ 
ating taxes in 1940 were equal to 17.45 per cent of the 
total operating revenue compared with 9.62 per cent 
ten years ago, an increase of about 81 per cent. Taxes 
were increased to $9.98 per telephone in 1940, com¬ 
pared with $5.43 per telephone in 1930. Taxes in 1940 
amounted to $873.75 per employee. In addition to the 
above operating taxes the Company paid $22,443 of 
taxes which were charged to construction, and hence 
were not included in operating expenses. 

The new WOodburn office referred to in the last an¬ 
nual report was completed on schedule in the remod¬ 
eled A Von building, and the dial service started in 
June, 1940. The equipment necessary to handle the 
SOuth and Hlland offices was completed in the re¬ 
modeled HEmlock building in Covington, Kentucky, 
and dial service was started for the SOuth subscribers 
in June, 1940, and for the Hlland subscribers in De¬ 
cember, 1940. 

The equipment to handle the WOodburn and Hlland 
subscribers is of a new type called “crossbar”, which 
we believe is a further improvement in dial equipment 
and which we intend to use in other offices as dial serv¬ 
ice is extended in Cincinnati. Dial service was also 
instituted in June, 1940, in New Richmond and Bethel, 
Ohio, and in December, 1940, in Butler and Falmouth, 
Kentucky. 

A number of repairs and improvements were made 
in our headquarters building at 225 East Fourth St., 
Cincinnati, Ohio, during the year. Alterations were 
made on the first and ninth floors, and the most up-to- 
date equipment installed to handle our customer con¬ 
tacts. This will make it possible to render a better and 
more pleasing service to our customers. The Execu¬ 
tive offices on the fifth floor were also remodeled so as 
to meet our present needs. In connection with neces¬ 
sary repairs and repointing of the stone and brick- 
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work, the entire outside of the building was thoroughly 
cleaned. A picture of the building as it appears after 
this work was completed is shown on the inside cover 
of this report. We are also showing at the back of this 
report our new building referred to in last year’s re¬ 
port which houses the dial and toll office at Williams- 
town, the county seat of Grant County, Kentucky. 

The Benefit Plan, started twenty-seven years ago, 
covering sickness disability and death benefit pay¬ 
ments, and pensions for employees, has been con¬ 
tinued. A statement as of December 31, 1940, of the 
Pension Trust Fund established by the Company, is¬ 
sued by the Bankers Trust Company, Trustee, is 
shown on page 12 of this report. During 1940, pay¬ 
ments under the Benefit Plan were as follows: 


Service Pensions (paid from 

Pension Trust Fund).$ 80,733.66 

Disability Pensions . 4,942.40 

Payments after Death of Pensioners 13,635.68 

Accident Disability Expenses. 538.29 

Accident Disability Benefits. 2,263.28 

Sickness Disability Benefits.. 49,010.35 

Death Benefits — Accident . 944.64 

Death Benefits — Sickness . 8,324.78 

State Insurance. 1,279.17 


Total Expenditures.$161,672.25 


In the territory in which this Company supplies long 
distance service there are twenty-one other telephone 
companies furnishing local service to approximately 
10,000 telephones. These telephones can be connected 
through our Company, not only with telephones of this 
Company, but with all telephones of the Bell System 
and its connecting companies. In interchange of serv¬ 
ice with these connecting companies the management 
and employees of these connecting companies have co¬ 
operated in a fine spirit with the management and em¬ 
ployees of our Company. 
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The management of the Company and a committee 
specially set up to study the problem have continued to 
work on accident prevention during the year. While 
the results have been good, they were slightly less sat¬ 
isfactory than during the year 1939, and it is obvious 
that this problem will need renewed effort in 1941. 

In March, 1940, Mr. J. J. Becker, who previously had 
been Vice President and General Auditor, was made 
Vice President in charge of Accounts and Finance, and 
Mr. H. W. Heckle, who has served in various capacities 
in the Accounting Department for eighteen years, was 
elected General Auditor. 

In the accompanying financial reports the expenses 
and revenues of the Citizens Telephone Company, 
which operates the Kentucky properties under lease, 
have been combined with those of The Cincinnati and 
Suburban Bell Telephone Company. 

Nineteen-forty has been a year of unusual problems, 
problems that affect us vitally and are most difficult 
because they are to such a large extent beyond our con¬ 
trol. We have had to review our place in the changing 
world. National Defense has assumed large propor¬ 
tions and has taken its place as the number one prob¬ 
lem of the country. We have assumed our part of this 
problem and have given assurance that to any extent 
that telephone communications may be called on in 
connection with National Defense we are, and will con¬ 
tinue to be, ready. This is not a responsibility that can 
be either assumed or carried out by any one part of 
our organization. It is a responsibility that has to be 
assumed and only can be carried out by every employee 
of the Company knowing how to do his or her part and 
having the will to do it. There is no doubt in the minds 
of any of us but that the knowledge of what to do and 
the will to do it well will be found in every employee 
of our Company. The Officers and Directors whole¬ 
heartedly record their appreciation of the continued 
excellent work of the employees and their confidence 
in the employees. 

For the Board of Directors, 

A. J. Allen, 

President. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of 
The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company as at December 31, 
1940, and the related consolidated income statement 
for the year 1940, have reviewed the system of internal 
control and the accounting procedures of the compan¬ 
ies and, without making a detailed audit of the transac¬ 
tions, have examined or tested accounting records of 
the companies and other supporting evidence, by meth¬ 
ods and to the extent we deemed appropriate. 

In our opinion, the financial statements (pages 7 to 
11) present fairly the consolidated position of The 
Cincinnati and Suburban Bell Telephone Company and 
Citizens Telephone Company at December 31, 1940, 
and the consolidated results of their operations for the 
year 1940, in conformity with generally accepted ac¬ 
counting principles applied on a basis consistent with 
that of the preceding year. 

Lybrand, Ross Bros. & Montgomery. 

Cincinnati, Ohio. 

February 11, 1941. 
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FINANCIAL STATEMENTS 


The Consolidated Balance Sheet and Income State¬ 
ment which follow on pages 8 to 11, inclusive, consoli¬ 
date the accounts of The Cincinnati and Suburban Bell 
Telephone Company and Citizens Telephone Company. 
The latter company operates the Kentucky properties 
of The Cincinnati and Suburban Bell Telephone Com¬ 
pany under a lease which provides that all net earnings 
of the lessee shall accrue to the lessor as rental. 

The accounts of these companies have been main¬ 
tained in accordance with Uniform Systems of Ac¬ 
counts prescribed for Telephone Companies by Federal 
authorities since January 1, 1913 — originally by the 
Interstate Commerce Commission and since July, 1934, 
by the Federal Communications Commission. The pres¬ 
ently prescribed accounting requires, with certain ex¬ 
ceptions, that the accounts for telephone plant show 
the original cost of property at the time of its first ded¬ 
ication to the public use, whether by the accounting 
company or by a predecessor owner. The total shown 
for “Telephone Plant” represents such original cost, 
which is substantially the cost of the plant to the 
Company. 

H. W. Heckle, 
General Auditor. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 

ASSETS 


PLANT AND OTHER INVESTMENTS: 


Dec. 31,1940 Dec. 31,1939 


Telephone Plant .$45,856,783.32 $45,887,540.94 

Comprised of land and buildings, rights of way, 
poles, wire, cable, underground conduit, switch¬ 
boards, telephones, office furniture, vehicles, 
tools, etc. At December 31, 1940, this property 
was classified in the accounts as follows: 

Telephone plant in service.545,822,003.78 

Telephone plant under construc¬ 
tion . 34,779.54 

(See page 7.) 


Miscellaneous Physical Property. 348,074.84 

Real estate not now held for telephone purposes. 


Investment in Subsidiary Company- 

capital stock. 


32,936.70 


52,132.95 

32,936.70 


Other Investments . 7,000 00 

Mortgage notes. 


Total Plant and Other Investments ...... $46,244,794.86 


10,000.00 

$45,982,610.59 


CURRENT ASSETS: 


Cash . $ 

937,880.73 

$ 1,250,486.16 

Working Funds . 

Cash held by employees and agents as working 
funds. 

10,989.71 

11,195.00 

Material and Supplies. 

Carried principally for construction and main¬ 
tenance purposes. 

782,432.55 

459,073.03 

Accounts Receivable. 

Amounts due for service (less reserve for uncol¬ 
lectible accounts), toll settlements, interest, 
dividends, rents and miscellaneous items. 

767,755.54 

718,806.08 

Total Current Assets. $ 2,499,058.53 

$ 2,439,560.27 


DEFERRED DEBITS: 

Prepayments.$ 29,479.82 $ 41,004.41 

Rents, taxes, Insurance, cost of directories, and 
other expenses prepaid and applicable to periods 
after close of year. 

Other Deferred Debits. 23,468.13 11,304.94 

Miscellaneous items, the final disposition of which 
had not been determined at the end of year. 

Total Deferred Debits.$_5 2,947.95 $ 52,309.35 

TOTAL ASSETS . $48,796,801.34 $48,474,480.21 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 

LIABILITIES 


Dec. 31,1940 

CAPITAL STOCK: 

Common Stock.$27,488,400.00 

Par value of common stock outstanding 
(Authorized 1,000,000 shares, 
outstanding 549,768 shares.) 

Premium on Capital Stock. 72,756.47 

Amount received in excess of par value. 

Total Capital Stock. $27,561,156.47 

NOTES SOLD TO TRUSTEE OF PEN¬ 
SION FUND . $ 1,212,658.80 

Demand Notes held by Trustee as an investment 
of pension trust funds not presently required to 
meet pension payments. See page 12. Under 
present arrangements with the Trustee the Com¬ 
pany expects to retire approximately $90,000 of 
these notes during 1941. 

CURRENT AND ACCRUEDLIABILITIES: 

Advance Billing and Customers' Deposits..$ 289,205.56 

Accounts Payable and Other Current 
Liabilities . 532,710.31 

Amounts owing for payrolls, supplies, toll set¬ 
tlements, and miscellaneous Items which are in 
process of payment. 

Taxes Accrued but not Due. 1,571,787.04 

Dividends declared, payable after close 
of year . 615,740.16 

Total Current and Accrued Liabilities..? 3 ,009 , 443.07 

DEFERRED CREDITS..$ 9,065.47 

Miscellaneous items, the final disposition of 

which had not been determined at end of year._ 

RESERVES: 

Depreciation Reserve .$13,152,367.49 

Provision to meet loss of investment in depre¬ 
ciable plant upon its ulUmate retirement from 
service. 

Other Reserves . 8,543.22 

Amount set aside for pending accident cases. 

Total Reserves. $13,160,910.71 

SURPLUS: 

Unappropriated Surplus.$ 3,843,566.82 

Analysis of Increase during 1940: 

Net income after dividends.$256,056.29 

Miscellaneous AddiUons . 1,789.72 


Total Additions .$257,846.01 

Miscellaneous Deductions . 7.00 


Net Increase .....$257,839.01__ 

TOTAL LIABILITIES .$48 ,796,801.3 4 


Dec. 31,1939 
$27,488,400.00 

72,756.47 

$27,561,156.47 

$ 1,292,462.91 


$ 281,965.51 

641,521.19 

1,232,721.60 

615 ,740.16 
$ 2,771,948.46 
$ 3,990.58 


$13,249,022.12 

10,171.86 

$13, 259,193.98 

$ 3,585,727.81 


$48 ,474 , 480.21 
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H. W. Heckle, 

General Auditor. 

















































The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement 
Years Ended December 31, 1940, and December 31, 1939 


Year 1940 

Year 1939 

Local Service Revenues .$ 9,573,446.97 

Revenues from local exchange service. 

$ 9,195,601.10 

Toll Service Revenues . 1,077,504.51 

Revenues from long distance and local toll service. 

995,988.28 

Miscellaneous Revenues. 466,115.88 

Revenues from directory advertising, rents and mis¬ 
cellaneous sources. 

438,101.55 

Total .$11,117,067.36 

$10,629,690.93 

Less—Uncollectible Operating Revenues 8,522.26 

Provision for revenues which may be uncollectible. 

TOTAL OPERATING REVENUES $11,108,545.10 

16,501.75 

$10,613,189.18 

Current Maintenance .$ 1,937,591.06 

Cost of Inspection, repairs, and rearrangements re¬ 
quired to keep the plant and equipment In good 
operating condition. 

$ 1,866,915.51 

Depreciation and Amortization Expense.. 1,605,665.93 

Provision to meet loss of investment when depreciable 
plant is retired from service, based on rates for the 
different classes of property which are designed to 
spread this loss of investment uniformly over its 
service life. Such provision represented approximately 

3.8% of average investment in depreciable plant in 
service during 1940 and 1939. 

1,594,318.96 

Traffic Expenses .. 1,308,008.23 

Costs incurred in the handling of messages, princi¬ 
pally operators’ wages. 

1,362,033.04 

Commercial Expenses. 587,451.10 

Costs incurred in business relations with customers; 
pay station commissions; also the cost of directories, 
sales activities, advertising, etc. 

512,876.74 

Operating Rents. 30,530.08 

Rents for use of buildings, poles, conduits and other 
facilities. 

31,101.26 






















The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Income Statement (Continued) 

Years Ended December 31, 1940, and December 31, 1939 


Year 1940 Year 1939 

General and Miscellaneous Expenses: 

Executive and Legal Departments.$ 105,166.60 $ 97,749.41 

Accounting and Treasury Departments.... 336,774.49 320,756.05 

Provision for employees , service 

pensions (a) . 136,029.00 88,744.00 

Employees* sickness, accident, death and 

disability and other benefits. 89,140.57 74,459.13 

Services received under license contract.... 156,985.76 150,541.29 

Other general expenses. 187,722.22 156,383.20 

Less: Expenses charged Construction. 73,760.02 64,414.25 

Total General and Miscellaneous 

Expenses . $ 938,058.62 $ 824,218.83 

TOTAL OPERATING EXPENSES.. $ 6,407,305.02 $ 6,191,464.34 

NET OPERATING REVENUES.$ 4,701,240.08 $ 4,421,724.84 


Operating Taxes: 

Federal income (b) .$ 893,094.28 $ 565,542.15 

Social Security (excluding $22,443.22 in 

1940 and $21,301.81 in 1939, charged to oo 

construction) . 127,005.81 132,130.82 

Other (principally State and local). 917,878.42 914,966.31 

Total Operating Taxes.$ 1, 937,978.51 $ 1,612,639.28 

NET OPERATING INCOME.$ 2,763,261.57 $ 2,809,085.56 


Non-Operating Income. 

Dividends and Interest, and other miscellaneous in¬ 
come, net. 


18,946.47 23,705.83 


INCOME AVAILABLE FOR 

FIXED CHARGES .$ 2,782,208.04 $ 2,832,791.39 


52,195.75 


55,191.44 


Interest •... 

NET INCOME AVAILABLE FOR 
DIVIDENDS .$ 2,730,012.29 $ 2,777,599.95 

Dividends On Common Stock. . 2,473,956.00 2,473,956.00 

INCOME BALANCE TRANS- „ 

FERRED TO SURPLUS. $ 256,056.29 $ 303,643.95 

(a) The Increase In provision for employees’ service pensions In 1940 as compared with 1939 
’ Is due mainly to a revision of the accrual rate, effective as of January 1, 1940. 

(b) The amount shown for 1940 Includes *51.000 to provide for estimated liability under 
the Excess Profits Tax Act of 1940. 
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H. W. Heckle, 

General Auditor. 


















































TRUSTEE’S REPORT OF PENSION TRUST FUND 

ESTABLISHED BY 

The Cincinnati and Suburban Bell Telephone Co. 


Balance in Fund—December 31, 1939.$1,732,870.70 

Additions to Fund During 1940— 

Payments into Fund by Company....$ 136,029.00 
Interest Revenue, including gain or 
loss on investments disposed of.... 63,690.67 

Total Additions .$199,719.67 

Disbursements for pensions during 
1940 . 80,733.66 

Net Increase in Fund ..$ 118,986.01 

Balance in Fund—December 31, 1940.$ 1,851,856.71 


Comprised of— 

4% Demand Notes of The Cincinnati and Sub¬ 


urban Bell Telephone Company.$1,212,658.80 

Bonds of Bell Telephone Companies. 121,772.00 

U. S. Government Obligations. 108,202.40 

Public Utility, Railroad and Industrial Bonds.. 280,666.00 
Cash and accrued interest not due. 128,557.51 


Total . .$1,851,856.71 


Note: Securities are shown on amortized basis. 

Bankers Trust Company, Ti'ustee 

By W. B. Dunckel, 

Trust Officer. 


New York, N. Y.—February 7, 1941 
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